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BELIEF  TO  MUNICIPAUTIE8 


WXDBXSDAT,  4CAT  3,  1988 

United  States  Senate, 
CoMiii#T££  ON  Banking  and  Currency, 

Washington,  D.C, 
Tlie  committee  met  pursuant  to  call  of  the  chairman  in  room  301 

Senate  Office  Buildmg  at  10:30  a.m.,  Senator  Duncan  U.  Fleteher 
presiuing  ^  .ww-v***/* 

Present:  Senators  Fletdier  (cliikirman),  Gore,  Adams,  Bankhead, 
uostigaii,  Goldsborougli,  Townsend,  Steiwer,  and  Kean 
Also  present:  Eepresentative  Wilcox. 

The  conanaittee  had  under  consideration  S.  1539,  which  is  here 
prmted  m  full  as  follows: 

[S.  1639,  Seventy-third  Congress,  first  session] 

A  BILL  To  amwil  section  13  of  the  federal  Reserve  Act,  as  amended,  with  respect  to  redlsoount  pom 

of  Feaerai  Reserve  banks 

Be  U  enat^  by  ihe  Semde  and  House  of  Representatives  of  the  United  States  of 
America  tn  Congress  amemhkd,  That  section  13  of  the  Federal  Reserve  Act  as 
parlkmp^^  ^^"^  ^^"^         pwagraph  thereof  the  following 

fKr^lL*^?»®''^*^**B  °i  t^o  years  from  the  date  this  paragraph  takes  effect, 
ml  r??^*  .Reserve  Board,  by  the  affirmative  vote  of  not  less  than  five  members 
Zv  HpwTfnl^iY  F",^?e;ve  bank,  during  such  periods  m  the  said  Board 
lT^fA\  JXr^^l  rates  estabhshed  in  accordance  with  the  provisions  of  section 
Act,  to  discount  for  any  individual,  partnership,  or  corporation 
i^™?£^wHh  ^'•f    '""^S*.  avenue  bonds,  and 

Tmu^  t^nttiLu^^^  ^'T  ^  «f  Purchase  of  not  exceeding  six  months, 
issued  m  anticipation  of  the  coUection  of  taxes  or  in  anticipation  of  the  receiut  of 

SSitvlThe^Zfi^^^^   ^/r^^^rr^  s'ubdivision^rmiK 
nrJiZ       ?*f  *^^e°*al  United  States,  including  irrigation,  drainage,  and  rec- 
T«u  1"''*  K-   w'^*'^  discounts  for  individuals,  partnerships,  comom- 

&^RiJ^?v^^^^^^^^^^  ^'^^'"^^^  - 

The  Chairman.  Gentlemen,  let  us  be  in  order.  There  are  a  num- 
ber ot  members  of  tlus  committee  engaged  in  hearings  before  the 
*f*^*^®  and  other  committees,  and  we  will  not  be  able  to  have  full 
alteiida^^  this  morning.  I  do  not  know  just  what  these  gentlemen 
wish  to  present  to  us,  but  they  asked  us  to  hear  them  today  and  we 
are  here  for  that  purpose,  and  I  call  on  Mayor  Curley  to  state  to  us 
wnat  they  wish  to  submit. 

^^^"^^I  P]^*' TT.''?i'^  ^^^y      ^^"^^  ^«  ^ake  a  statement 

concerning  the  state  of  the  Unioi  or  matters  of  interest  to  the  pubhc 

generaUy,  of  course  we  greet  them  with  courtesy  and  are  glad  to  hear 

ttie  suggestions.    If  they  have  come  here  to  seek  money  out  of  the 

Treasunr  of  the  United  States  and  out  of  the  pockets  of  the  taxpayers 

01  the  United  States,  I  want  to  enter  a  protest  against  hearing  them 

1  shall  let  it  go  at  that,  just  to  make  the  record. 
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ill>liifilniWilr    MtV  JH  V  A  JtV<L|riUj*::j|..USiBI' 


SSlfnUMT  OP  10:9.  iMMM  K.  CtMlIOT,.  KM 01  Of  BOSTON, 

Tli0  C'HAiBMAM.  Now,  MftjOT  Curley,  'will  you  preceed? 

Mr.  Cwai-BT.  Mr.  Chairai,iip,,  I  caaoot  imagine  anytliing  that  wo'uld 
b©  more  in  the  nature  of  m  innovation  than  some  represent ative  of 
anjr  of  the  various  units  that  .go  'to  make  up  the  Government  of  the 
United  States  or  the  States  of  the  Union  appearing'  in  Washington  for 
any  other  purpose  than  endeavoring  to  seek  some  money  out  of  the 
Treasury.  So  far  as  I  have  been  able  to  ascertain,  followmg  thfe  press, 
that  kas  been  about  the  purpose  of  the  visit  of  ©very  one  that  has 
'Cfittie  to^  Waabing'ton. 

Senator  Gobb..  That  is  the  .first  visit — they  come  to  get  it.  Then 
'they  come  to^  postpone  it.   Then  they  come  to  cancel  it.  Yes. 

Mt,  CuBiiEY.  I  want  to  say,  iso  far  m  the  municipalities  of  the 
United  States  are'  concerned,  that  some  are^  .in  a  condition  of  panic* 
Alwiady  bond  oh%ations  have  been  repudiated  .in  some  six  States  of 
the  Union. 

Senator  Gokb.  Do  tho'se  who  bave  repniiated  their  'bonds  want  us 
t©  lend  tbem  furtbflf:,:inoney? 

Mr.  C'UBLET,.  Well  now,  if  I  migbt  prbaps  develop  that  thought 
just  a  bit  further. 

'Senator  Gob*.  YeB^;  :go  ahead. 

Mr.  CuBLBY.  I  do  not  think  that  question  will  be  necessary. 

Senator  Gobe.  Yes.   It  will  be  necessary  from  my  standpoint. 

Mt.  CuBtBY.  And  the  movement  has  developed  on  the  part  of  the 
executives  and  the  city  go^verniii.ent.s  ffliiiany  of  tlie  cities  and  a  great 
many  of  the  towns  to  come  to  \A'ashington  and  ask  tiiat  Washington 
ai]:v.ance  the  money  with  which  the  cities  of  the  NaMlllly  .refinanee 
matiirinf  ob%ation8  'that  'they  .are  mable  to  meet. 

I  want  'to  say  for  mysdf  personaly  'th.at  I  do  not  find  myself  :in 
Mffienient  wi.th  the  .individu.al.»  that  beieve  in  th.at  new  departure  for 
the  Nation,  md  consider  it  a  dangerous  procedure. 

To  the  present  time  some  16  cities,  I  do  not  know  just  bow  many 
towns,  have  been  unable  to  meet  'their  obligations  and  might  be 
considered  as  bankrupts.  But  I  do  not  think,  that  applies  to  a  suffi- 
dent  nuiliber,  the  poMbiity  applies  to  a  .suffident  number,  to  justify 
the  Federal  Government  assuminff  the  ob%i>tion  of'  meeting  sinking 
find  and  interest  requirements  on  bonds  Omt  have  been  iasued  in  more 
piosperous  times^  hj  the  cities  .and  towns  of  America. 

I  dp,  ..'bdieve  th.at  'the  entire  atuation  can  hi,  :  well  met  by  a 

ibe^ralfeation  of  the  provisions  of  the  Federal  Ac.t  and  of  the 

M.F.C.  Act.  Cities  or  municipalities  would  apply  to  all  cities  in 
tbf  country.  Principally  the  ones  most  seriously  affected  are  the 
iiillitii'd  ci,ties  of  a  hundred  thousand  or  more  inhabitants. 

We  have  had  no  difficulty  in  the  past  in  borromng  on  short  time 
anticipation  notes,  for  the  reason  that,  while  the  banks  were  limited 
to  a  purchase  of  those  notes  not  in  excess  of  10  percent  of  their  capi- 
tal, they  have  no  difficulty  in  reselling  those  notes.  The  larger  cor- 
praitions  of  the  United  Sta.tes  were  large  buyers,  of  those  notes — ^the 
insurance  companyi  the  steel  company,  the  Singer  Sewing  Machine 
Co.,  General.  Motors,,  General  Electric,  and  all.  of  the  others.  But 
of  late'  years,  or  during  the  past  year  and  a  half  or  two  years,  they 
have  beiai  experiencing'  great  difficulty  in  'the  resale  of  tihose  notes:. 
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m^XnS^'''''  ™^  ^•'^^  you  mind  an 

Mr.  Curley.  No. 
V^^K.  TowNSEND  Have  you  a  definite  idea  as  to  how  the 
mTcS^^J' wtf Ir^kWr^  ^."5^"'  *°  cany  out  voSeaS? 

rSSLi^f ''^l*  ^        anybody  that  is  sufficiently  in- 

can  borrowoni^ytlfi^'thS  W^'**^*^***'^'^*'*^^*^^^ 

Mr.  CuKLEY.  We  want  the  cities  to  have  the  nHvilp^ft  tn  th^^ 

in  fe*^'^  dtiesT"'  borrowing  thrau^  their  own  banks 

^^™f banks  refuse  to  come  to  the  Md  of 

cities.   For  two  reasonH-  FJraf  <>nj   u.  w  me  ma  oi  uw 

«..o^^=      "iBBons   Dirst,  ana  perhaps  one  of  the  most  imnor- 
lant  reasons,  we  obiect  to  the  p«to  nt  i'n»r>»<.t  *i,        /""o"  uapor- 

the  present  lime,    iJ.  m<S  cL^stej'r^ge  T,^Sd  K  6 

2  J^lfTpe^^d^Sr^  si.  ^«  ^"^^  ^ 

tha^of  ^tsTSCt^r  ^''^  ""^^^ 

Mr.  CuRLBT.  WeU,  I  don't  know.   I  would  rather  h«™  ™. 
answer  that  qoestion.  rauier  have  you 

Is  there  any  bifl  pending  before  this  pommitf^ 
Z   n  addieBs  yourself?  committee 

committee'*'''p;rl^*l  T*  *^  ^.  biU  pending  before  the 
^mmittee.   Perhaps  I  could  explain  it  a  little  bettef  brie%  by 

J-^Tif*?''  (interposing).  Senator  Wagner  had  a  bill  thp 

%h  r  *  position  of  that  sort  »  «>ill  the  other 

Haveyouteenlhat?  ""^  i^*«>duoed  by  Senator  Wagner. 

w£'  STcS^'J^n  iL^^i^t^  r  '^"o^  ^  om  own  city, 
wmcn  18  a  city  of  800,000  mhabitants  and  one  of  the  h«wt  mZA^.^tlj 
raties  m  the  country,  naturallv  nhniifw  *^  o?  ''".^.."^t  conducted 

Mr^'c^^^^^'n^^  ^       T^^^  «^  your  annual  budget? 

Sen^S  rn^.^^  "^^"^  ^""^f  ^  $76,000,000.^ 
senator  Gobe  Does  that  exclude  or  include  the  interest  und  «Ar^v« 
on  your  smking  fund  and  debts?  mterest  and  service 

Mr.  CTOI.UX.  Yes.  It.  Wfuld  .include  everything. 


WilliliililiiilMi-lr  Jill.,  1.1  iiiW  IM  PiaiiriiW'iMJiHi -Hi 'Bf¥fO 


ilr"(}oftM.  'SiiiMiig"ft 

Senator  Qobs.  How  much  of  thai  would  represeiit  sin^kiiig  fund 
'ind  interest  on  jma  de%ts? 

Mr.  CvRLBY.  Our  in'temt  and  sinking-fund  reciuirement  is^  some- 
where in.  the  neighborhood  of  about  $7,000,000'. 

Senator  Gonir  How  much  of  that  $TS|O0O.OOO'  would  .represent 
appropriations'  made  for  relief  work  and  heln  of  the  .poor? 

Mr.  CuRLBY.  For  relief  work  we  expended  in  193yil8,000,000.  ini: 
iindef  soldiers'  reBef  we  expended  about  $600,000.  Our  soloiers' 
rdief  this^  year,  owing  to  the  new  legislation  for  the  soldiers  that  the 
Federal  Ooiremm.ent  adopted,  we  .igure  on  spending  about  a  million 
three  hundred  thousand,  or  a  hundred  preent  increase,  in  other 
words,  the  Federal  GoTemmenI  ^diireited.  itself  of  that  ob%ation  and 
loaded  it  upon  the  cities  and  towns* 

Senator  Towif»iifD.  ^Then  we  are  running'  'around  in  a  cirdeT 

Senator  Townsbno.  The  cities  and  towns  ^are^  coming'  back,  to  the 
Government  again? 
Mr,  Cuw-BY.  Yes,  sir;  exactly. 

Senator  Towksbwd.  .And  we  are  simply  running  around  :in  a  circle.. 

Senator  ■Gobb..  Here'  .is^  what  will  happen  

Mr.  CuBLKY  (interpoiing').  I  think  our  relief  requirements  this 
year  for  pubic  welfare,  unless  conditions  considerably  improve — 
;and  'there  'is  some  indication  they  are  improving — win  .run,  in  the 
nekhborhood  of  about  IZ%  'millions  of  doiars. 

&nator  Gore.  'What  ,is  your  budget  ooireriiig  your  dvil  estabhsh- 
ment,  the  municipal  government  and  its  functions,  excluding"  'service 
on  your  debt  and  thesC'  extra  charges  for  relief? 

Mr.  CuRLBY..  The  school  budget  is  about  16K  milMHi  of  dollars. 
In  1930  it  was  $21,000,000.  We  brought  it  down  from  21  to  16H. 
'The  .municipal  departments'  direct  wil  be  about  $37,000,000  this  year'. 
They  were  about  $41,000,000  in  1930.  We  have  been  doing  just  the 
isame  m  most  .American  cities.  We  have  been  economizing,  'practicing 
diciemgr.  We  have  been  taking  men  off'  lie  rolls  where  '-they  work 
6  days  a  week,  give  Mm.  a  'fair  return,  put  him  on  the  roEs  where  he 
does  2  days  m  week  work  mA  gets^  an,  ,average  of  about  $15  a  week 
for  'the  family. 

Senator  Gore.  Now  on  this  soldiers'  bonus,  it  is  not  in  point 
exactly,  bit  you  will  find  later  on  that  the  Federal  Government  will 


inme^'tiat  burden  but  the  city  will  never  -get  rid  of  it. 
Mr.  CuRLBY.  Wei,  perhaps  we  were  a  little  more  patriotic  than 
most  American  cities.   Shortlj  after  the  war  we  enacted  a  law  in 
Massachusetts  under  the  provifiiona  of  which  every  city  and  town  in 
'i3ie  State  is  required  to  pmvlde  employment  for  an  ex-service  man, 
and  in  the  event  of  the  city  or  town  being  unable  to  provide  employ- 
ment they  are  required  to  furnish  that  individual  and  his  family 
with  a  minimum  of  $30  a  month  and  maximum  of  $125  a  month. 
Senator  Gore.  Do  you  know  what  that  aggregate  is  for  the  State? 
Mr.  CwRLBY.  In  normal  times  that  would  be  m  the  neighborfiood 
of  2%  raiOions  of  dollars,  .and  with  the  obhgation  of  the  soldier 
^passed,  back  upon  the  cities  and  towns  it  wo'uld  be  in  the  neighborhood 
of  about  $5,000,000  for  the  coming  year  1933. 
Senator  G'Or,b.  Excuse'  m,e  'for  interrupting  you. 


RBUBF  TO  piUinOIPAMTIES 


Mr.  CuHLBY.  That  is  all  right,  si|.  , 

fwT  ^^^If^^^  "^^M  ft  bearing  here.  There  is  a  bill,  befoJ 
this  committee  that  provides:  I 

nlf.S^^!2i*' ^^"^  ^S*""  paragraph  takes  eflfect,  tl|e 

federal^ Reserve  Board,  by  tlie  affirmative  vote  of  not  less  than  5  membera 

Zv  3«J^rmfnl^«f  Federal  Reserve  bank,  during  such  periods  as  the  said  Boari 
may  deternnne,  at  rates  established  in  accordance  with  the  provisions  of  nection 
fl}^/Ai  ^Zi,    discount  for  any  individual,  partnership,  or  corporation 

(mdudmg  the  public  body  issuing  the  same)  bills,  notes,  revenue  bon(k,  and 
iTnln  • '  "^'i^'^  matunty  from  date  of  purchase  of  not  exceeding  6  montK 
tesued  in  anticipation  of  the  collection  of  taxes  or  in  anticipation  of  the  rSf 

state,  county,  district,  political  subdivision,  or 
'S^^Z^C:^''^''''^  ^'^^^^^  iocludingLigation,  drainage,  'aiS 

Is  that  the  kind  of  bill  that  you  have  in  mind?  I  do  not  want 
you  to  commit  yourself  unless  you  are  prepared  to  do  so. 

Mr.  CUBWY.  I  should  say  that  that  bill  is  all  right.  The  only 
trouble  is  X  am  fearful  that  the  limitation  is  too  severe  of  6  months 

|pr  example,  now,  on  our  1930  taxes,  out  of  a  total  levy  of  76 

5SP^^  t^o,  ^^^^  ^^^^^  perhaps  400,000  outstanding, 

on  our  1931  taxes,  out  of  a  similar  levy  we  have  not  more  than  about 
a  milUon  three  hundred  thousand  outstanding.  On  our  1932  taxes 
we  have  about  13}^  million  outstanding,  or  less  than  about  20  percent. 
1  he  average  of  the  entu-e  United  States  is  not  in  excess  at  the  pres- 
ent  time  of  about  27K  perctot,  or  2  percent.  I  think  if  that  fimit 
were  extended  to  make  it  a  period  of  2  years,  so  as  to  cover  the 

penod  of  dm)res8ion,  we  would  be  all  right,  and  for  this  reason  

benator  Kban- (mterposmg).  You  cannot,  Mr,  Mayor,  extend  it 
wr  ^  years* 

Mr.  CuliiiBY.  Perhaps  if   

SenatOT  Eban  (interposing).  Because  that  would  lock  up  your 

Tf^Ti^®®®'^®!^^®  ^  ^^^^  ^^^y  "^^^^^  absolutely  be  frozen. 
Mr.  CuBLBY.  No.   I  wiU  tell  you  why.    Supposing  that  there  was 
a  prowso  m  there  for  the  earmarking  of  the  money  as  it  came  in 
Now,  for  sample,  m  1932  we  requu^d  8  millions  of  doUars  to  com- 
plete ow  financial  program  on  account  of  the  $12,000,000  that  we 
IT?  2o^^^^^y       public-welfare  requirements.    We  borrow 

local  banks,  and  we  agree  to  earmark 
the  iiMiiMy,  to  pay  back  3K  milion  doHars  of  that  on  the  15th  of 
May  and  pay  milhon  dollars  more  on  the  15th  of  July,  and  the 
balance  about  the  1st  of  September.  The  1st  of  May  oi  this  year 
we  notified  the  bank  that  we  had  about  $3,800,000  on  hand,  and  we 
were  prepared  to  pay  that  15  days  ahead.  We  earmarked  that 
money  that  came  m. 

Suppose  that  the  same  proviso  is  there,  that  the  money  be  ear- 
marked, be  used  for  no  other  purpose  than  meeting  the  obligation  of 
paying  the  Federal  Government.  The  Federal  Goverument  would 
ne  gettmg  a  contmual  flow  of  money  in. 

Now,  so  far  as  security  is  concerned,  that  is  not  any  more  sound 
security  in  the  whole  world  than  the  tax  anticipation  notes  of  a 
mumcipality.  They  represent  every  doUar  of  value  in  the  community. 
They  reprMent  the  power  to  tax  and  to  take  in  money,  and  in  addition 
to  that  I  think  it  is  absolutely  necessary. 

Mow  we  have  a  mistaken  notion— in  fact,  the  majors  themselves 
nave  Had  itr— aa  t©  the  volume  of  money  that  would  be  required  to 
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Hieel  iiii'  riliiiition.  To  take  mm  of  the  97  American  cities  with  a 
populalba  of  100,000  or  more  the  total  requirementB  on  short-term 
obfigations  for  the  entire  year  would  be  only  about  $300|000,000.  It 
woiud  not  be  in  exeess  of  that. 

Senator  Gobb.  How  mnch? 

Mr.  CuRLiY.  'Three  hundred  millions. 

Senator  Kbam.  Mr.  Mayor  

Mr.  C'OTLBY.  Yes,  sir. 

Senator  Kuuf .  In  regard  to  the  l^eral  ReserTe  banks  limitiiig 
their  diaoonnte  to'  pncticalhr  4  mdiths;  I  mean  to  say  that  4 
months  paper  m  the  limit  they  ^are  allowed  to  discount  under  the 
hm  at  the  present  time;  isn't  it  true  that  mmB  of  these  tax  receipts 
'that  are  levied  ^agamst  certain  pieces  of  property  'will,  never  b©  col- 
lected? 'That  ^assessment  go^es  on  year  after  year,  and  m  a  very  short 
time  you  seO.  'the  property  for  'the  amount  of  the  tax  .receipt  against  it, 

,Mr.  CumLBY.  That  .is  true. 

:Sonator  Kban.  Therefore,  if  you  keep  that  m  cash  'borrowed  here, 
the  Federal.  Government  would  :,iiii|ir  receive  'that  money? 

Mr.  CuBi*B¥.  The  Federal.  Gofilijii«it.'WO.iiM^  'the  .money.  In 
.nearly  every  State  ther^^is:  a  proviso  'for  'the  .sale  of  properties  for 
unpaid  taxes  wi.thin.  a  'period,  of  2  years. 

Senator  K.BA.N.  Yes. 

Mr,  CuRLBY,  And  under  ordinary  times  you  would  never  have 
any  difficulty  in  selling  what  they  call  tax-title  warrants  or  tax-title 
deras.  We  have  been  fearful,  in  our  own  city,  and  I  assume  they 
have  .m  a  great  many  American,  cities,  of  holding  a  tax  sale  of  property 
for  impaid  taxes.  We  have  been  fearful  that  we  might  be  obliged  to 
m  into  the  real-estate  business  on  a  wholesale  scale.  That  is  to  say, 
iiere  would  'bO'  no  tax  title  unless  that  were^  done,  because  there  is  no 
means  of  determining  the  value  of  real  estate  anywhere  today,  and 
we  might  find  ourselvei  loaded  down,  and  we  have  adopted  the 
other'  .al'tornative  of  endeavoring  to  .force  collection  by  every  reason- 
able means,  md  we  have  'hem  'very  euccessful. 

Senator  To^wmsbiid.  .Major  Curiey,  .have  you  'thought  of  the 
rebef  that  you  might  be  able  to  benefit  from  through  iie  Wagner 
fail,  which  is  now  in  conference,  of  $500,000,000  for  the  States  and  of 
course  coming  through  the  State  down  to  your  city? 

Mr.  C'Tj'ELEY.  I  have  a  realization  of  that. 

.Senator  Townsbmd,.  .Don''t  you  %uro.  you  can  be  aUe  to  .get  the 
mief  through  that  source? 

Senator  Goeb.  But  that  is  only  a  hall  billion. 

Senator  Townbend.  I  sajF,  it  is  500,000,000. 

Mr.  CiFBLBY.  I  say  I  think  there  would  be  some  relief.  There 
would  not  be  any  question  about  that.  But  I  do  not  think  it  would 
meet  this  8i.tuation. 

Senator  Qo»B.  I  think  this  ought  to  be  added  to  what  Senator 
Kean  said,  the  fact  that  a  great  many  people  overlook,  that  the 
Federal  Reserve  banks  are  credit  institutions  to  finance  production, 
trade,  and  commerce,  and  not  fiscal  agencies  to  finance  even  the 
.Federal  Government,  much  less  States,  counties,  cities,  and  to^wns. 

Now,  Mr,  Chairman — ^pardon  me,  Mr.  .Mayoi^I  ha've  got  to  'go  to 
^h»  Fimmce  Committee,  and  I  want  to  .make  excuses.  I  want  to 
oblige  the  mayor,  who  is  a  very  good  friend  of  mine,  but  I  want  to  say 
tMs»  'that  my  parent  f eeiing '  .has  always  'been,  due  to  'the  fact  that  i 
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have  taken  a  great  deal  of  interest  and  great  deal  of  pride  in  the  New 
England  town;  I  think  it  is  the  heart  and  soul  of  our  American  life; 
It  18  the  source  of  our  free  institutions;  it  is  the  cornerstone  of  our 
entffe  system  of  government;  but  I  feel  that  when  they  come  here, 
those  towns  and  cities,  to  ask  money  at  the  hands  of  the  Federal 
Government  it  is  just  a  deadly  blow  to  the  system.  Not  only  that— 
It  IS  an  admission  that  they  are  dead,  and  they  wiH  never  rise,  and 
1  am  gomg  to  bid  you  good  day. 

Mr.  CuRLEY.  Let  me  say  a  word  to  you,  Senator. 

Senator  Gore.  Yes. 

Mr.  CuRLEY.  Forty-one  States  of  the  Union  have  made  an  appli- 
Inn^^'t^  ^^i^ey  ^  <^he  Federal  Government  out  of  the  original 
?22  Massachusetts  has  not  made  application  from  the 

500  mulion  yet. 

Senator  Gore.  My  feeling  is  not  limited  to  States.  I  think  the 
whole  system  is  not  only  a  fundamental  but  a  fatal  mistake. 

Mr.  Curley.  So  this  situation  applies  not  only  to  ours  but  the 
other  progressive  cities  of  the  West  that  are  broke 

The  Chairman.  AH  right,  Mr.  Mayor;  you  will  proceed  now  with 
your  statement.  We  wiU  try  to  let  you  go  on  wthout  any  inter- 
ruption. 

Mr  CuRLBY.  All  ^ht.  Senator.  I  really  believe  that  some  reUef 
must  be  provided.  We  are  endeavoring,  of  course,  to  develop  new 
spuroes  of  revenue.  This  meeting  should  be  addressed  at  the  present 
tmie  by  Mayor  Murphy,  of  Detroit.  Mayor  Murphy,  of  Detroit,  was 
appomted  Governor  General  of  the  Philippine  Islands,  and  mv 
name  was  submitted  for  Ambassador  to  Poland.  I  refused  to  go  to 
Poland.  Murphy  went  to  the  Philippines.  I  waa  the  first  vice 
president  of  the  Mayors'  Club.  So  I  became  the  ambassador  from 
the  Amencan  cities  to  the  Congress  of  the  United  States,  and  he 
became  the  Governor  General  of  the  Philippine  Islands.  So  I  am 
here  in  that  capacity  today,  sir. 

I  am  here  today  so  far  as  the  American  cities  are  concerned  in  that 
capacity,  and  it  is  an  organization  serving  as  a  clearing  house  to  aid 
the  cities  m  findmg  a  way  out  of  the  difficulties  that  appear  almost 
msurmountab  e.  We  have  had  plans  before  us  that  I  should  hesitate 
#  1?^®^  ^  committee  asking  aid  of  every  conceivable  character 
1  believe  that  the  city  should,  so  far  as  possible,  adopt  a  spirit  of 
self-reliance  and  develop  agencies  for  increasing  their  revenues 
mstitute  economies,  and  m  every  way  endeavor  to  meet  the  situation. 
We  are  advismg  the  cities  as  to  how  best  it  can  be  done,  and  with 
some  measure  of  success.  In  our  own  State  we  have  legislation 
pending  at  the  present  tune  and  that  I  beheve  wiU  be  adopted  by 
the  legidature  providing  for  a  8%ht  increase  in  the  income  tax  for 
toe  taxmg  of  wealth  that  escaped  tajcation,  something  in  the  nature 
01  a  sales  tax  on  a  small  scale,  and  for  certain  other  economies  Him 
will  be  a  real  relief  to  us. 

We  have  opportunitv  under  the  $500,000,000  Wagner  bill  to  come 
m  and  ask  for  a  reasonable  measure  of  aid  there.  But  this  particular 
Mtuahon  apphes  in  the  case  of  every  municipality  in  the  entire  coun- 
try.  ihey  find  it  impossible  to  dispose  of  the  short-term  obligations 
The  assessors  start  ou  t  the  1st  of  April  of  each  year  to  assess  property^ 
It  covers  a  period  of  about  6  weeks.  Their  books  are  made  up. 
lUeir  tax  bills  are  sent  out  about  the  1st  day  of  October,  and  mon^ 


S  WBMM9  TO  muwichfaijtibs 

'begins  to  low  in  about  the  15tii  of  October,  .and  as  Ibe  money  comes 
.in  tbey  nay  tbe  obigations  represented  by  monev  that  lias  been 
'borrowed'  on  sbort-term  notes  for  a  period  of  §  months, 

^So  that  the  cities  of  the  United  States  me  required  to  live  on 
'borrowed,  money  for  a  period  of  9  months  annnaJljr. 

I  contend,  of  course,  it  is  a  wrong  system,  but  it  is  the  system  that 
'has  been  m  operation.  It  is  the  system  that  has  worked  fairly  ad- 
.mirably  unti  the  period  of  the  deMcasion  came  along  about  1931. 
Hong  ..in  1932  the  banks  were  'in  diffieulties,  aud  being  in  difficulties 
■they  found  it  implliiMe  to  dispose  of  the  short-term 'notes  because 
'tip:,  .'businees  houses  were^  .in  dim.cultie8,  and  the  business  houses  who 
ipmeriy  purch.ased  thoM  .Aort-term  notes  were  not  in  the  market 
fir  them.  Then,  of  course,  they  found  that  under  the  law  they  could 
not  buy  more  than  10  percent  of  the  total  capitalization  of  the  banks 
in.  the  commumty,  with  the  result  unless  they  had  a  res.ale  of  them 
they  cO'Uld  get  no  resale  market  «id  the  10'  percent  represented  only 
about  perhaps  one  tliird  or  one  fourth  of  the  requirements  that  were 
neccamit  for  the  operation  of  the  mnilicipalities  of  the  United  States. 
In  ordinary  times  we  would  require  about  20  to  22  millions  of  diH. 
This  year  we  estimate  we  require  about  $57,000,000  in  borrowed 
money  to  conduct  'the  .actiTi'ties  of  the  city^.  even,  with  the  exercise 
of  .every  reasonable  and  sane  economy  that  it  is  possi.ble  to  practice. 

.Now,  as  it  is.  'in  'the  case  of  our  dty,  m  it  .iS'  in.  the  case^  ofjare'tty 
mmk  everyAmerican  city.  We  mb  really  not  badly  off.  We  :are 
■lE  right.  We  have  'had  a  little  money  in  reserve  and  'we  have  money 
from  sources  that  we  could  tap,  so  that  we  have  been  able  to'  float 
along  all  right  and  probably  will  continue  to. 

But  you  take  it  in  the  case  of  Cleveland,  you  take  it  in  the  case  of 
Ditioit,  you  take  it  in  the  case  of  other  American  cities,  important 
#ties,  where  the  banking  situation  is  not  as  good  as  it  might  be  and 
where  outside  agencies  that  have  purchased  these  short-time  notes 
are  no  longer  purchasing  these  short^ime  notes,  and  where  a  little 
c||iid  perhaps  rests  on  a  great  many  of  the  municipalities  due  to  the 
lililure  of  certain  ones  to  meet  their  obligations  and  getting  the 
municipality  into  a  condition  bordering  on  bankruptcy. 

So  we  just  come  down  here  and  we  ask  that  the  law  be  liberalized, 
that  the  period  of  repaynient  be  extended  from  4  months  or  6  months 
to  at  least  2  years,  and  in  answer  to  the  question  as  to  the  security 
we  contend  that  tihe  'tax  anticipation  warrants  of  any  city  are  the 
■o^undest  possible  character  of  security.. 

As  regards  the  abihty  to  pay:  The  past  history  of  50  years  in  the 
ease  of  the  leading  municipalities  of  the  United  States  shows  that 
the  amount  uncollec.ted  is  rarely  in  excess  of  2  pereent  .after  a  period 
of  2  years,   I  'think  I  am  pretty  near'  right  on  m&t. 

So  that  from  the  standijoint  of  coUection,  from  the  standpoint  of 
the  character  of  the  security  itself,  I  believe  it  is  the  best  conceiv- 
able character  of  security  upon  which,  to  advance  money,  and  I 

beieve  that  something  muit  ^be^..done.   We  came  to  Washington  a 

yeaf  ago  md  asked  President  '"H'Oover  for  300  millions  of  dollars  to 
save  the  people  of  the  cities  from  starvation  during  the  winter  of 
1932  and  1933.  We  came  this  year  and  asked  for  additional  funds, 
and  p<lif  we  come  to  ask  that  the  cities  be  saved  from  bankruptcy. 

It  was  the  desire  of  certain  of  the  mayoi-s  to  ask  that  Congress, 
..itt  addition  to  giving  us  a  .laiger  borrowing'  .market,  advance  funds 
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Zt*^^^^T.  maturing  bonded  indebtedness.    We  do 

not  approve  of  that.  We  believe  that  they  should  nractice  srff 
reliance  to  a  certain  degree,  and  we  do  feel  that  «  they  ^lUoW 

il^^5Hij*.i^*'^/'T        P«™it.ted  to  do  and  what  concUtiomK 
pemutted  them  to  do  m  the  past,  it  will  neet  the  entire  situation 
w*^*  *  ^"^'NSEND.  Mayor,  you  consider  these  tas  antidpktion 
WMTMite  to  be  seM-hquidatuig,  do  you  not?  »^>MApa.aon 
Mr.  CcRLBr.  I  do;  yes,  air. 

Senator  TowNssiro.  Then  why  can  you  not  set  relipf  thmn<r>. 
Reconstruction  Knance  Commi^on?  ^ 

Mr.  CuBLET.  Well,  I  do  not  really  know  As  I  mi'H  h0f»»>  t 
have  had  some  good  lawyesr  diggingito  it^  and  I  hZ  not  f^d 
one  that  can  interpret  the  law  today^  ^ 

Senator  GoLDSBOBOUGH.  Then  as  I  gather  your  position  it  is  that 
you  are  m  favor  of  this  as  an  emeisenc/measuJe,  butXtS^  a  gene^ 

be  favorably  M^d^nr*^*^""'  ^"'^  t4  MU  ought  to 

Mr.  CuRLET.  I  think  you  have  got  to  get  legislation. 
P™?^i:T/l^T"?f  •        '^1''*  *  2-year  extension? 

ASrthit  l^^\roritrZ!  i^^^^z:  i  ;Sd^ 

y«*r  by  aU  of  the  cities  of  the  United  States  wa^n^vTbahC  dnlI«L 
(A  toOjle submitted ^Mr.  Curley  is  as  foUws!)^ 
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Mr.  CuBLEY.  And  here  is  a  very  comprehensive  booklet  showing 
that  the  total  that  is  anticipated  will  be  necessary  for  the  97  cities 
of  100,000  or  more  inhabitants  for  the  remainder  of  the  year  would 
he  only  300  millions  of  dollars.  It  is  not  a  veiy  great  obligation  and 
It  prevents  national  bankruptcy. 

The  Chairman.  The  booklet  will  be  filed  with  committee. 

Now,  let  me  ask  you,  Mr.  Mayor.  Have  you  had  occasion  to  con- 
SSf«  m^"^  introduced  in  the  House  by  Congressman  Wilcox,  H.E. 
S2i7T  They  have  had  hearings  in  the  House  on  that  bill  and  the 
committee  there  is  considering  it.  It  is  entitled: 

To  amend  an  act  entitled  "An  aet  to  establiili  a  uniform  system  of  bank- 
fiiptcy  througtiout  the  United  Stetes"  approved  July  1, 1898,  and  acts  ammda- 
tory  thereof  and  supplementary  thereto. 

It  is  a  bill  which  contemplates  insolvency  condition  of  the  muniisi- 
pahties  where  thev  are  not  able  to  meet  their  interest  and  have 
defaulted  on  their  bonds,  to  give  them  a  chance  to  get  into  the  court 
and  compromise  it  and  settle  their  debts.  Have  you  had  occasion 
to  look  at  that? 

Mr,  CuRLEY.  I  may  say,  Mr.  Chairman,  that  I  spent  3  hours 
y^terday  trying  to  read  through  all  the  material  they  gave  me  with 
••■ranee  to  this  particular  proposition,  and  I  have  come  to  this 
conclusion,  that  I  do  not  find  myself  in  agreement  with  certain  other 
mayors  with  reference  to  the  bankruptcy  bill  for  cities.  As  I  under- 
stand it,  the  Wilcox  bill  provides  that  any  city  that  is  already  in 
bankruptcy;  it  does  not  make  provision  for  other  cities  that  may  so 
into  bankruptcy^oes  it? 

Congressman  Wilcox.  '^T'es.  sir. 

Mr.  CuRLEY.  Does  it? 

The  CHAiBMAir.  Congressman  WEcox  is  here  and  can  explain  that 
to  you. 

Mr.  CuRiiEY.  So  far  as  I  can  see,  I  think  your  bill  is  all  right,  sir. 

Congressman  Wilcox.  1  wish  you  would  tell  the  Massachusetts 
Eepresentatives  that. 

Mr.  CuBLEY.  You  cannot  teE  tfaism  very  much  of  anything.  I 
wish  there  was  some  way  that  we  might  get  the  stigina  of  possibl© 
bankruptcy  off  of  American  cities. 

Congressman  Wilcox.  Yes. 

Mr.  CuRLEY.  It  interferes  with  our  borrowing  of  money,  and,  taken 
by  and  large,  they  reallv  are  not  in  such  a  bad  way  as  they  might  be 
when  you  consider  the  duration  of  the  depression  and  the  tremendous 
number  of  unemployed  and  the  restriction  in  income  of  the  cities.  To 
the  present  time  I  do  not  beUeve  there  have  been  more  than  about 
15  cities  that  hive  gone  into  bankruptcy,  so  to  speak,  and  they  have 
been  wnong  the  bw  cities.  There  has  not  been  any  real  large  dly. 
They  have  avoided  it. 

J  think  if  this  legislation  that  you  have  presented  here  is  adopted 
With  a  2-year  proviso  we  will  forget  about  bankruptcy.  We  will  save 
the  American  cities  from  poagibte  battkruptcy,  and  we  will  start  upon 
abroad  in  keeping  with  the  course  that  has  been  followed  by  the  people 
of  w  United  States  in  every  crisis  as  well  as  in  every  period  of  pro»- 
penty  in  th^  history  of  the  country. 

You  dpoke  about  the  other  feature.  Just  one  word  on  tiutt'that  I 
might  say.  Under  sectbn  14  (b)  of  the  Federal  Reserve  Act— this  is 
a  memorandum  gtven  me  by  thft  city  troasiiier  after  a  3  weeks'  study 
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of  'Hie  Imr  ieptitiliMt,  mi  I  do  mt  htrnw  wte^llifir  it  represents  any- 
'tfiiiig'  or  no^t— the  Federal  Reserve  lank  of  Boston,  has  authority  to 
f  :ilfdiaM)  taxranticipation  notes  due  in  not  exceeding  6  months,  with 
§m  'fbiowing  limitations,  except  with  'the  approTid  of  the  Federal 
Mnenre  Board. 

(a)  ShaU  not  purctimse  nr  hM.  In  mmm  of  25  peroeut  of  total  outstanding 
notes  of  any  ooe  mtimmpail>. 

I   'Boston  has  outstanding.  $.ii,:(MK),(M10,  and  2$^  per^^ent  of  that  is 

Cb)  Shall  not  own.  in  warrant*  of  'iiU  ki.nili  more  tlian  10  ^pemeni  of  depoiitS' 
'by  iii  member 

Total  depoJts  Apri  5,  1933,  were  1126,682,000.   So'  the  littiit  of 

.aH.  warfttiite  is  $12,668,(MM)..  .  1 

(6)  Shall,  not  own.  off  'Sny  Bincto:  Kunidpalitv  over  5  percent  of  depodta  bj^"  it» 
member  banka.   Tbe  limit  of  Boiton  notes^  lil,334,000. 

It  therefore  appears  that  the  Federal  reserve  hank  could  purchase 
|4,750,CMM)  of  Boston  notes  and  hj  action  of  the  Federal  Reserve 
Biianl.  in  suspending  certain  limitations  now  placed  on  tax*antidpa- 
tSoxi  'Ufairanta  and  notes  further  purchases  coidd  he  made 

II  t^^pir  could  be  granted  authority  to  make  further  purchases  and 
if  the  iinie  of  payment  were  extended  |o  2  years,  I  think  it  would  be 
'  a  real,  .reief  and  a  very  greatly  neediei'^feief  .for  all  of'  the  cities  of  the 
Umtod  States.  . 

Then  in  addition  to  that,  sir,  if  the  cities  were  allowed  to  do  busi- 
ness direct  with  the  Federal  Reserve  rather  than  through  some  of 
lie  local  banks,  we  might  be  able  to  bring  the  interest  rate  down 
from  the  present  usurious  rate  of  6  percent  and  5%  percent  to  some- 
thinjg  that  would  be  a  little  more  reasonable,  say,  3  or  3)2  percent. 
Ordmarily  we  have  borrowed  money,  prior  to  1930  we  borrowed 
every'  doiar  of  .it,^  at  nol  m  excess  of  about  2  percent,  and  we  have 
pad  for  'tamm  on  depoail,  bO'th  Mtive  and  inactive  accounts,  2  to 
2M  percent..  So  that  'the  interest  payment  the  city  received  on  mon^y 
it  had  deposited  in  banks  was  about  equivalent  to  the  amount  that 
il  naid  for  money  botirowed  on  .short-term  notes. 

Ouiing  the  last  vear  the  city  has  received  from  one  quarter  of  1 
percent  to  one  half  of  1  percen^itlHIi  money  on  deposit  in  the  banks. 
They  raised  it  to  1  percent  here  about  3  months  ago.  But  when 
we  wanted  to  borrow  mcmgr  they  asked  us  5  and  6  percent. 

Now,  it  does  not  seem  to  be  ouite  a  fair  proposition.   If  we  could 

f vl  a  Ittle  competition  I  am  inclined  to  believe  we  would  bring  down 
hat  interest  rate.  And  when  you  figure  $300,000,000  of  interest  for 
the  enthre  United  Slates  and  a  saving  of  2  percent  on  that  interest  is 
equivalent  to  a  safiiig  of  about  $6,000,000  for  the  cities  and  towns 
of  the  country,  it  is  quite  a  itie  saving  and  it  is  worth  making. 

Tl»  Chairman.  The  R.  F.  C.  has  to  pay  about  4  percent  for  its 
money.  I  do  not  see  how  you  eould  expect  them  to  loan  it  for  3 
or.3M- 

Mr.  C0SLST.  We  wouM  rather  pagr  them  4  than  to  pay  the  banks  6. 
I  think  Mayor  Hoan  perhaps  hap^^        a  little  more  intimato  study 
to  that.  I  have  been  nrojectod  into  this  thing  almost  over  n^ht  and 

perhaps  ^am.  not  as  wei  versed,  as  he  'might  be. 
Senator  St'siweb.  Before  you  resume  yo'ur  chair,  Mayor,  I  wanted 

'to  mk  fm  one  question. 
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Mr.  CuRLEY.  Yes. 

TliSZ^n'n^t?^'^'''''.  understand  you  to  say  a  wMle  ago  that 

1X5.  of  the  city?""^  collecting  about  80  percent  of  the  tax 

Mr.  CuRLEY  We  have  80  percent  of  1932 's  collected  now.  sir 
flSi'^J®  only  20  percent  outstanding.    But  in  former  years  about  this 

ifTboTt  SrpeiSit'^  ''''  """^  ^^^^  ^'"''^  neighborhood 

reSjSis  ^^"^  ^  so  far  as  tax 

Mr.  CuBLET.  Yes. 

Senator  Steiwer.  Btr  afiSiit  11  percent? 
Mt.  Cwblby.  I  should Ipr  so:  yes. 

Steiwkr.  Ana  aloes  that  in  itself  account  for  your  financial 

Mr.  CuRLEY.  No;  not  wholly. 

Senator  Steiweh  Would  you  have  financial  difficulties  if  the  taxes 
had  been  paid  on  the  normal  basis  of  91  percent,  we  wiD  8ay7a8 
against  the  present  basis  of  80  percent?  ' 
Mr.  CuHLEY.  We  would  still  have  our  difficulties, 

toS  ou't  "^^   "^^^  ^ 

<5*?fj=  CuBLEY.  For  this  reason:  Nearly  every  city  in  the  United 
atates  does  business  on  borrowed  money  for  9  months  of  <ihi"ffiniii 
We  have  never  had  any  difficulty  in  borrowing  the  money  Si^E! 
term  notes  until  the  last  2  years,  and  our  difficulty  in  the  last  2  years 
has  b«a»  because  of  the  mabiUty  of  the  banks  to  find  customers  to 

Se  ^of"J^t,i„^t-***^'^**'^'!j'-^  '^  ^'''S'''^'  I  understand  to 
toto  care  of  certain  cities,  and  m  addition  to  that  the  fact  that  the 

cXS'S^'^SS  ±n^"f  H  ^v'^  i?'?'"^^  the  insurance 

ThereT^i^ket  requirements. 

«h^Jt''^l  Pl*™  language,  your  difficulties  over  and 

above  the  abnormal  dehnquency,  which  is  approximatdv  11  Deicent 
come  from  your  inability  to  h/ve  the  credi^thT^oHorii^ren: 

Mr.  CuRL^.  That  is  all  it  is.  The  inability  to  seU  your  short- 
tenn  notes   That  is  all  it  is.  If  we  could  sell  thbse— -  ^ 

benator  Steiweb  (interposing).  Now,  then,  suppose  your  credit 

^  your  State  legislature  or  some  other  way.  What  can  the  city  do 
tTk  n  n.t?  °  K  '  deficiency,  the  money  (feficiency  that  comL  from 
ttas  11  percent  abnormal  delinquency  in  tax  coUection?  What  are 

Mr.  CURLEY..  No. 

Senator  Stbiwbr.  If  you  can  not  take  care  of  that? 
Mr.  CuRLEY.  I  do  not  think  so.  For  this  reason  

"tollinS^  ^'"^^-^^^  ^  ^-ation  translated 

l't8lli>»^<8'  1  •  B 


Mr.  CuBLiY.  It  would  b«,  ftnil  it  .has  tO'  be  overeome.  'So'  far  ..as 
wmw  concerned  

iSemilor  Stbiwee  (interpuaiig).  l8tt.'t  'that  one  reason  why  yo^ur 
credit  suffers? 
Mr.  Ctoley.  No. 
^Senator  Steiwer.  You  think  mtt 

Mr.  CuRLEY.  The  credit  is  injured,  yes;  to  some  extent.  We 
have  offset  it  in  the  case  of  our  city  by  petting  in  operation  for  the 
£rsl  time  a  reduction  in.  wages/'^iiid  'the  reduction  in  wages  is  

Senator  Steiwsm  (interposing).  What  is  that  reduction? 

Mr.  CtJBLEY.  .Reduction— 5  percent  on  all  persons  receiving  a 
thousand  a  year  or  .less;  1.0  percent  between,  a  thousand  and  1.6 
hundred. ;  15  percmt  above  16  hundred.  That  will  bring  kto  the  city 
sbont  $6,300,000. 

Senator  .atiiwra.  That  is,  it  'wil  mm  the  expenditure  of  that 
much? 

Mr.  CuBLEY.  Yes,  sir.  And  in  addition  to  that  the  other  econ- 
omies that  wo  have  effected  will  represent  about  $3,000,000  additional 
So  that  we  are  offsetting  the  delinquencies,  so  to  speak,  of  1932; 
and  then  of  course  through  the  State  legislation  that  we  have  aided 
in  drafting  we  %ure  on  offsetting  about  somewhere — ^we  ended  the 
year  with  an  uncoiected  of  about  17  millions.  We  have  reduced 
that  down  to  about  thirteen  four  aiice  December  31.  In  reducing 
wm  salaries  we  announced  that  there  was  no  way  to  justify  a  failure 
to  reduce  so  long  as  that  tax  was  so  low  at  the  end  of  the  year  with 
that  deficit.  Certainly,  unless  conditions  materially  improved,  the 
deficit  might  increMajwrhaps  2i  percent  or  50  percent  in  1933.  So 
we  put  the  reduction  mto  effect,  and  the  reduction  along  with  other 
oconomies  wil  be  sufficmt  to  offset  the  deficiency  for  1932. 

The  Chairman.  Was  that  by  decreasing  your  tax  assessments, 
valuations,  .and  rates? 

Mr.  Cvrut.  .1  have  had  the  :misfortune  to  come  ;m  eveij  time  they 
.have  had  a  depression,  as  mayor^  in  the  4-year  term.  I  came  in  in 
1914  and  we  had  that  depression  m  1915.  I  came  in  in  .1921 ;  we  had 
'thiB  depression  .in  .1922.^"  &  this^  was  ^the  'third,  md  I  was  prepared,  for 
it  when  I  came  in. 

We  have  not  had  an  increase  in  valuation  in  the  business  district 
on  properties  in  a  period  of  5  years.  residential  district  there 

has  been  only  one  slight  increase  in  a  period  of  25  years.  But  never- 
theless, real  estate  has  no  value  today.  You  cannot  determine  value 
any  more  than  you  can  on  a  watch.  You  can  go  out  and  buy  a  watch 
today  for  a  third  or  .fourth,  md  I  can  set  .my  own  price  on  a  watch. 
You  can  own  .,an|1iliini ,  own  real  «ta:te. 

So  we  started  m.  tolring  about  a  25  percent  reduction  in  valuation 
of  piliiirties  in  the  city  covering  a  period  of  6  years  by  reducing  at  the 
rate  of  76  million  a  year,  and  we  followed  that  consistently  since  1930. 
So  that  with  a  valuation  of  $l,980j000,000  at  the  end  of  6  years  would 
bring'  that  down  to  less  than  a  billion  and  a  half. 

Senator  Steiwek.  How  much,  by  the  way,  .is  this  llpercent  ab- 
normal deinquency  that  we  have  been  'talking  about?  What  does  it 
amo'unt  'tO'  in  dollars? 

,Mr.  Cu'MLiY.  What  does  it  amount  'to?  About  ':17  milBon  dollars. 
You  ;see,  w©  entered  'the  year,  we  'were  obliged  'to  'borrow  8  millions  of 
doiarS'  "tO'  balance  our'  bookS'  at  the  end  of  the  year.   We  earmarked 
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the  money  that  we  borrowed,  agreed  to  pay  it  on  certain  dates  «na 
Ttaxes'"'''  ^"""^  m^tLty  wh^^ 

rit^Tn  ffn/i"?/  paying  taxes,  but  of  course  the  real  trouble  of  most 
i^^nln        ""'^'"^'Jl  ^^""^  daie  hold 

The  Chairman.  They  would  have  to  buy  in  the  property? 
CO Jld  n^t'^JS^^^^^^^^        ""'"'^^  ^""^  ^  ^  themselves.  StiU 

Chairman.  AU  right;  thank  you  very  much.    Now  Mayor 

STlTlllIirT  OF  ion:  DAWEL^  HOAlff,  MAlOl  Of  Mil WAUKH, 

w«i^"#?i?^^  -  ^  ^  ^-  ^^yoT  of  Milwaukee.  Gentle- 

tkT  T  !^        r  ^^^"^^  ^"^^  ^^"^  tMs  legisla- 

t^d^it  ^^^,«P«^kfor  aU  of  the  mayoi^we  are  pre^red 

lect  ti^es    bZI^'!  "^^l       ^"^^        ^«  ^^ot  col. 

or^Ou/Li^Jl^^^^^^  ^  ^^^S  *  ^       11  percent 

SLndon  foffi^^^^^  m  January,  and  we  allowed  an 

Sf^?^  2n  o^,.<^he  city  share  of  the  taxes,  and  we  expect  to 

XttJ^os^  to^^^^^^^^  U^^^  of  dtiL  k 

SS;^^^^  That  does  affect  our  credit,  ab. 

f^wk  haven't  the  authority  to  speak  pubKclv 

1^*  5  Pf        accountii  here  from  aH 

S^J^^S^  hundred  thousand  population,  and  of  these 
Sf!!!^  ^  «tdl  borrow  shghtly  from  banks,  but  out  of  the  93 
S^^w!^*  ^         defaulting  on  the  bonds,  ck^e  d^^^ 

means  are  provided  by  which  we  can  borrow,  our  city,  for  example 

ian^^te'£^/r  H  '  7^'^'  ^«  dJ  not  ^a^aTy 

Kr  eilLTfm^  Tl^  ^l^  10  percent 

tio^to  i-l^n^  banks  or  the  Reconstruction  Fmance  Corpora- 

of  fhk  l"^"*  ^/^u  "^ayors---we  wero  unanimously  in  favor 

siakin^  fn^ar??^  ^^"^^^  ^f.^  «^bout  2  months  ago-^ 
Xer  wav  nnf  w*^^  mayors  on  this  proposition,  we  know  cfW 
We  LLv«  th«f  fW*''n/-''^  ^i*^  ^^^^^  fi^a^eial  collapse, 

emiit  th^^^^^  immediately  affect  bank  credit,  financial 

ZS^a^^Lw!  '^''^  It  can  be  avoided  absolutely  by 

providing  a  reasonable  means  anyway  by  which  we  can  borrow  monov 
at  reasonable  rates.  There  is  no  mirh  li*^  t-kI  u  i  ""™w  money 
if    TUiW-i^-^  f    •  A  nt5re  is  no  sucn  rate,    i  he  banks  cannot  meet 

bimlJrS^^  T  ^^'^^      borrowed  a  penny  from  the 

/^jI^"^  ^7^J^'  ""^^  ^  We  l^ave  even  set  aside  our 

in       we  wil  colleens  Sl^^K^ 'S^;  S 
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We  have  even  provided  for  tli©  iiiiiA  of  a  Mby  bond  that  we  'w3I 
"Sel  to  the  public,  a  bond,  by  the  Wiiy,  under  o'ur  enabling  act  5 
^piFoent  ao-called  note  or  baby  bond,  based  on  these  tax  warrants. 
And  if  the  K^econstniction  Finance  Co^rporation,  or  whoever  is 
anthorized,  can  see.  ind  out,,  or  put  us  to  the  task  of  getting  rid  of 
those  iseeiuities,  if  we  can  do  it  and  mtf  Icet  them  at  home,  we  are  not 
interested  in^any  lo^an  or  grant  from  the  Federal  Government. 

I  ■will  say  if  eveiybody  m  onr  city  could  pay  taxes  and  will  pay  up 
their  taxes,  we  would  be^  able  to  iln.aii.ce  the  citv  throughout  the  year 
on  a  cash  basis  for  the  first  time  in  historr.  As  to  the  collection  of 
these'  taxes,  every  known.,  .thing  is  'beiiig  done  in.  our  ci^  to  colleot 
them.  First  of  :all,  the  city  has  pnrchased  these  oertincates.  We 
have  interviewed  every  taxpayer  who  has  not  paid.  One  of  the  great 
lipcuitieai  <if  course,  is  the  building  and  loans»cannot  provide  money 
iien  for  taxes.  Moratorium  banks  have  got  peoples'  money  tied  up, 
isminot  pay  their  taxes.  We  are  in  the  situation  of  where  it  means — 
wei,  we  will  pay  our  bonds  this  year.  We  have  to  close  up  the  police 
department  or  £re  denartoient,  but,  much  as  we  do  not  want  to  do 
that  »ort  of  thingi  we  nave  got  to  find  a  way  to  get  by.  For  the  first 
time  in  history  here  is  a  city,  for  instance,  the  city  of  Milwaukee, 
which  is  on  a  cash  basis..  If  tates  'are  paid,  up,  we  can  do  that. 

We  have  been  working  up  a  fund  to  retire  all  our  bonds,  amortiza^ 
taon.  fund  that  will  wim  out  ^all  our'  bonds.  We  ^are^  reputed  to  'havf 
^had  'the  beat  credit  of  any  city  .in  our  coun.tij.  We  have  .had  some 
ho'tel  'bonds,  mercantile  bonds.  We^  would  like  to  dispose  of  them 
'Hiiii  .liiV'Wv  oiu  .miiney  'Ui'  wmk  iiwii.  imm.  cijriiiicaieo.  .jjub  we  nave  Deen 

wlfised  that  there  .is  no  market,  and  we  have  been  adviaed  not  to 

iwjr  Ml  .luiHiifsii  iiiiiiiils  uuiiiiB  .jju  .ivi.iiwauA.ee. 

#.  W'MB  .Mutmuwi  Haunt  uijr  iiv  uui  qcjuvImii  v  inov  ui^Uv  'itiuiv  'iiiuS'  vtuy 

of  Buffalo  and  county  claimea  the  best  off  of  an|^  city  in  this  country — 
absolutely  has^  no  market  for  its  bonds  today,  its.  pit-edged  bonds.  -' 

.Mow,  if  ^^mm,  ^  tox  warrant  .is  even  better  aeeiiri^han  a  bond. 
It  is  a  first  hen  on  the  property.  It  entitles  you  to  take  possession 
in  the  shape  of  a  tax  deed,  and  the  only  other  alternative  we  ham 
imlesS''  we  can.  bo.rrow  money,  is  to  take  these  tax  certificates  and. 
'tfikt  tax'  deeds  and  try  to  sell  peoples'  property.  We  would  be  in  the 
teal-estate  business  for  fair,  in  fact. 

I  trust  that  the  committee  will  have  the  time  to  look  through  the 
.iepo.rt  of  the  various  cities;  that  60  of  them  cannot  borrow.  That  is 
the  report'..  Sixty  of  the  .largest  cities  in  ,this  countrv  cannot  borrow 
•jjkkel  anywhere.  They  wlfaced  ^ftifc  frightful  tax^Ielmquen^ 
problem. 

The  CB.AIBMAN.  I  understand  that  you  wish,  this  .report  be  reported, 
as  confidential,  md  not  be  put  in  the  record? 

.M.r.  HoAif.  Tes,  .sir;  confi.den.ti.al.  so  far  as  these  particular  cities 
aw  concerned,  because  we  .have  not  had  authoriitiy  to^  make  it  public. 

The  C.H.AIBMA.K.  Yes. 

Mr.  HoAN.  It  is  coo.fi.dential  'Mo^rmation  for  the  committee',  and  if 
a  .method  is  provided  thrO'Ugh  the  Federal  Reserve  hanks  or  through 
the  Finanoi'  Gorpora'tion,  we  will  act  as  .agents.  The  tax  warrants 
'Can  bO;  put  on  the  propertr  for  the  Federal  Government  and  be 
.required  to  set^  aside  tTbe  mone  v  as  it  is  paid  in  on  these  tax'  certificates 
k  a  truit  fund  or  m  a  .bank,  to  be  dehvered  to  whoever  .loan  us  the 

'IflltflllAV'    <!'■  If*.  IS  Vlfiliil  in 

.iiiuiivy.|  hB'  iv  K  .|iiuii..  lu.. 
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Dunng  the  whole  history  of  Milwaukee  we  have  lost  on  this  kind 
of  paper  only  $188,000,  and  we  would  be  perfectly  willing  to  deposit 
a  sufficient  amount  of  tax  certificates  in  excess  of  any  possible  de- 
fault, so  as^to  absolutely  guarantee  the  return  of  that  money.  It 
Ms  got  to  be  paid  back,  because  clean  titles  cannot  be  acquwed  of 
these  properties  until  the  money  is  paid. 

And  so  I  do  not  want  to  repeat  anything  that  has  been  said.  You 
eenUem^  are  busy.  But  that  is  the  situation.  We  will  caM  upon 
Mayor  Walmsley  to  say  a  few  words. 

Th6  Chaieman.  We  are  much  obliged,  Mr.  Mayor. 

SfATmUIT  OF  HOM.  THOMAS  SEMMES  WAUWilf ,  KAf 01  OF 

MIW  OIIIAjrS*  lA. 

Tlie  Chairman.  Mayor  Walmsley,  of  New  Orleans. 

Mr.  Wamislby.  Gentlemen,  I  first  want  to  state  that  I  was  the 
oommi^oner  of  pubhc  finances  of  the  city  of  New  Orleans  for  4  years 
before  I  was  elected  mayor,  and  I  have  had  some  dealings  with  the 
J^ederal  Keserve  bank  and  with  the  Reconstruction  Finance  Cor- 
pora^on.  I  first  went  to  the  Reconstruction  Finance  Corporation  in 
5Sr*^l*  J9  see  if  they  could  not  take  our  tax  anticipation,  with  the 
belief  that  it  was  a  self-hqmdating  project;  for  that  reason  it  could  be 
rtad  under  that  interpretation.  I  was  informed  that  the  self-Uquidat- 
mg  project  on  which  they  could  lend  direct  to  municipahties  simply 
applied^to  construction  work  and  did  not  apply  to  financing  m  generJ 
I  say  that  because  there  was  a  Senator  sitting  here  that  has  left  the 
meetmg  who  was  under  the  impression  that  the  Reconstruction 
i^mance  was  able  to  take  care  of  this,  and  this  was,  m  his  opinion,  a 
self-uqmdatmg  process. 

We  have  been  borrowing  from  the  banks  in  New  Orleans  our  full 
requirement,- had  up  until  the  national-bank  hoUday  a  fiscal  a^encv 
contract  with  the  five  banks  there  which  took  care  of  our  full  100 
percent  reqmrements.  Since  then  three  of  the  banks  have  not  been 
able  to  reonen. 

We  are  financed  atthe  present  tune  on  the  basis  of  36  percent  of 
our  reauifements.  While  we  have  reduced  our  operating  expenses 
aad  salanes  19  percent,  we  still  have  ^te  a  lapse  there  between 
ine  two. 

I  took  the  matter  up  with  Secretary  Woodin,  who  informed  me  to 
gel  m  toucli  with  the  local  Federal  Reserve.  I  met  the  Federal 
Meserve  bank  locally  and  got  them  to  extend  the  period  on  which 
our  tax  anticipation  notes  could  be  used  as  col'ateral  by  the  member 
banks,  so  that  today  they  are  extending  the  city's  note,  and  they  in 

words,  1932  tax  anticipa- 
tion notes  are  still  earned  by  that  bank  by  us  extending  the  dehn- 
quenc y  or  the  due  date  of  the  note.  They  have  stated  that  they 
will  be  as  liberal  as  they  can,  but  that  they  feel  that  they  cannot 
continue  under  the  present  law,  and  of  course  cannot  lend  us  direct 

Now,  It  seems  that  this  bill  S.  1539  is  designed  to  do  two  things 
wiucH  the  l^ederal  Reserve  cannot  do  at  the  present  time.  Oneis 

I.-       r^®^*  ^  mumcipaHties,  and  second,  it  fixes  the  date  on 
wtach  It  becomes  due  under  the  law,  whereas  at  the  present  time  the 
Je^eral  Keserve  can  lend  us  as  long  as  the  paper  is  not  delinquent 
and  tins  may  be  an  automatic  delinquency  in  6  months. 
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,  It  is  ft  known  imi  thmt  imdm  the  constitnMon  of  onr  State  we  are 
.forced  to  borrow  the  money  in  anticipation  of  owt  taxes  from  a  fiscal 
■i||gini^y  that  haS'  been  set  up.  Then  we  are  pennitted.  to  retire  that 
miaiiSr'  ratably  to'  the  various  agencies  that  have  loaned  us  that 
monef .So^  when  that  money  comes  in  it  ia  put  in  a  retirement  fimd 
segregated  from  all,  the  rest  of  the  funds  of  our  city,  and  then  we 
pay  that  back  to  the  banks  that  have  been  acting  as  our  fiscal  agency 
ratably  with  the  perc«tftge  at  which  they  have  their  contract^  mm 
in  turn  they  pay  tmi  ■reiace  the  notes  that  the  Federal  Keserve  have. 

Some  of  the  banks  after  they  have  taken  that  paper  back  from  the 
Fiideral  Reserve  have  rediscounted  that  same  paper  with  the  R.F.C. 

Mow  we  are  simply  asking  this,  that  the  municipalities  be  per- 
mitted to  borrow  direct  on  the  same  paper  which  is  now  eligible  for 
rediscount  through  member  hanks.   That  is  all  we  are  asking. 

And  why  are  we  doing  that?  We  are  doing  that  because  the  banks 
themselves  are  not  in  a  position  to  extend  or  use  their  facilities  and 
make  Aem  available  to^  the  city.  If  'they  did,  we  would  not  be  here 
at  ^aH:  ■t«l:ay .  We  would  :8imply  say  we  would  ,go  'through  the  regular 
channel  we  have  been  going. 

The  CsAiBMAM .  What  do  the  banis^'  charge:  you?  Would  you  mm 
'anything? 

Mr.  WMMSiMY.  Yes,  sir;  we  would.  We  would  save.  We  mm 
paying  at  the  jxnsent  time  ,pamiil  on  current  kans  and  6  'peroent 
on  loans  over  I  year:.  If  we  sent  .direct  to  the  Federal  R^esorve  m 
would  ^obably  get^  it,  I  think,  for  4  m  4Kjperoent.  They  would  man 
■OiietliiM,  of  course.  But  the  R.F.C,  1  think,  charge  5  percent  oB 
ttaper  of  that  kind.  We  wo'uld  stiU.  save  a  half  of  1  percent  on  cuironl 
mans  and  a  whole  perc:ent  on  delinquent  loans. 

In  other  words,  the  act  that  Senator  Wagner  has  here,  if  the 
delinouency  date  were  tiifain  out,  leaving  it  to  the  discretion  of  those 
ioeil  Federal,  boards,  who  ,know  the  condi,tions  of  the  communities, 
there.  Thej  might  say  to  one  community:  Well,  we  won't  lend  you 
over  a  certam  period,  because  you  are  making  no  effort  to  collect  your 
taxes.  And  he  may  say  to  another  one  that  is  frugal  and  is  making 
a  ,real  effort  to  give  a  sound  business  administration ;  WeU,  now,  under 
those  'oircum,stances.  we  feel  that  you  ought  to  have  more  than  6 
months,  Wo;wiH,  extend  you  3  months  more.  I  think  that  is  some* 
'thing'  :in  a  period  of  emergency  'that  should  be  left  to  the  discretion  of 
those  local  hoards,  but  put  a  m.aximam  date^'  of  2  years  so  that  they 
'Would  have  no  di8creti,on  after  „that„ 

M.  ether  words,  you  want  to  make  it  d,efini,te  and  positive  that 
the  governments  that  have  charge  of  the  administration  of  the  col- 
lection of  these  taxes  comply  with  the  laws  and  exerpia^  their  full 
,powp8.  ,.and  dem,and  the  coiection  from  'the  taxpayer  witihm  the  ^wm^ 
ixei  withm  which  'the  'tax'  Men  'wil  apply,  and  that  ,in  most  cases'"  is 
3  yeim.   In.  our  case  it  is  3,  but.  2  'will  he  satisfactory  to  us. 

^Sinstor  SfniwiE.  Do  you  assume  that  the  Federal  Reserve  banks 
will  loan  to  your  city  or  discount  the  anticipation  warrants  if  power 
is  given  to  them  under  this  ac.t  and  if  the  Federal  Reserve  Board  by 
an  affirmative  vote  of  tve  will  permit  it  to  be  done? 

Mr.  Walublet.  I  heieve  they  wil  do  it,  so  far  as  our  city  is  con- 
cerned. I  do  not  believe  they  wiE  do  it  so  far  as  every  city  is  con- 
cerned. I  believe  they  wil  go  into  the  government  of  every  city 
to'  determine  whether  or  not  it  'would  be  a  good  loan. 
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Senator  STEiwEn,  What  if  they  do  not  do  it?  You  will  not  gain 
iMrvthing  at  al?  "^^m  ^ 

anything. 

henator  Steiwbh.  In  other  words,  this  loan  is  merely  permissive? 

Mr.  Wamblbt.  This  is  a  permissive  law.    This  is  al  it  is. 

Senator  Stbiwiik.  And  if  the  Federal  Reserve  Board  by  an  affirma- 
tive vote  of  five  would  permit  the  Federal  Reserre  banks  to  discount 
the  tax-anticipation  warrants,  it  is  still  entirely  discretionary  with  the 
w-^®^^®         ^    whether  they  wil  discount  the  warrants? 

Mr.  Walmsley.  Yes,  sir;  and  that  is  aU  this  is  now. 

Ihe  Chairman.  What  are  your  requirements  now?  How  much 
accommodation  would  you  need  or  expect? 

#j  r^^xf^-  ^®      ^       ^^^y  ®^        Orleans  is  concerned 

#4,000,1100  for  this  year,  sir. 

1  4.'^^u^^y  ^^^^  experience  has  been  that  we  have  been  col- 
lecting 99>|  perceai  on  our  real  estate  taxes.  We  lose  as  a  gross  over 
the  oast  history  taken  for  a  10-year  period  less  than  2  percent,  per- 
sonal,  real  estate,  hcense  taxes,  and  all  taxes  all  told. 

Just  to  show  you  what  has  been  the  history  in  the  past,  the  surplus 
collateral  or  the  excess  colateral  that  our  fiscal  agency  banks  have 
had  for  th^e  tax-anticipation  notes,  in  1930  there  was  an  excess  of 
colateral  of  a  total  of  203,374  against  a  total  loan  of  $8,000,000,  and  in 
1931  there  wa»  a  total  excess  of  260,000  for  approximately  the  same 
amount.  In  1932  that  had  been  reduced  to  where  they  had  a  $34,000 
surplus. 

Now,  in  this  year,  anticipating  hard  times  and  everything  else,  we 
act  up  an  exceptionaUy  large  reserve,  but  with  al  the  reserves  and 
everythmg  else,  that  does  not  help  us  out,  because  we  cannot  pay 
our  pay  roUs,  we  cannot  pay  our  fire  department,  we  cannot  pay  our 
police  department,  because  we  cannot  get  the  money  from  the  normal 
agencies  with  which  we  have  always  paid  those  people  off;  that  is, 
cXterS  ^^^^^  ^®  liaven't  got  the  good 

And  the  position  that  I  take  and  the  position  that  the  bankers  in 
our  section  are  taking  is  just  this:  That  we  have  better  colateral  than 
IliecOTporationsthat  are  now  getting  money  through  the  Reconstruc- 

cities  of  New  Orleans  and  Boston  and  Chicago  and  cities  of  that 
tod  than  they  am  m  some  of  the  corporations  that  have  been  loaned. 
It  IS  a  direct  pledge.  Urn  a  collateral  that  is  very  much  better  than. 
Jet  us  sav,  the  railroads  of  the  country.  I  do  not  think  there  is  anyone 
wno  ^^gf  nsay  that  fact.  Because  taxes  come  even  ahead  of  the 
loan  that  the  R.F.C.  has  made  to  those  very  corporations. 
\M  Are  any  of  your  bonds  in  default  now? 

Walmsley.  No,  sir  And  we  have  on  deposit  in  our  banks 
sumcient  money  to  meet  all  our  retirement  and  interest  for  July,  sir: 
already,  and  we  have  sufficient  money  to  take  care  of  part  of  our  next 

Walmsley.  It  has  been  very,  very  slow.  We  have  been  hop- 
mg  t^at  the  two—CanaJ  and  Hibernia— would  probably  open  in  the 
next  few  days.   But  I  have  been  informed  by  those  hanks  that  one 
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bank  I  cannot  anticipate  any  cooperation  or  participation  in  the  iscal 

rcicy  contract  because  of  ine  amount  of  public  paper  that  they  have 
mj  in  their  :portfolo  wMch  ihey  are  carrying  over  ftom  their  old 
banka.  'Of  courw,  it  waB  a'l«i|p  bank  before.,  mth  some  66  milEon 
dolkra  of  depoaitt.  While  it  ■will  probably  open  up  on  a  reduced 
capital,  it  will  be  about  a  3-ftiiiion-d:ol,ar  oamt,  and  no  one  knowa 
what  ttic  depofflts  wiU,  be. 

Senator  Steiwer.  When  you  say  the  city  has  on  deposit  money 
siliident  to  meet  certain  obligations  or  eommitmentSf  yon  mean  you 
'ha¥e  tli;at  on  deposit  :iii  institutions  so  far  not  open? 

Mr.  WAiMsiiEY.  Wo,  sir.  I  mean  to  say  that  we  have  actual  cash, 
amply  secured  in  every  way,  cash  right  'there  in  institutions  that  are 
open. 

Senator  Stiiwbe.  I  see..  And  were  your  deposlte  in  the  closed 
banks  bonded? 

M'r.  WAiiMSLEY.  Oh,  yes,  sir  *  we  will  work  out  whole  with  the  closed 
hanks.  We  wil  not  lose  anything  in  the  Can,al,  and  Hibemia.  The 
ptibabiltiiUSi  mm  that  in  the  Interstate  we  m:Mvi:Ode  ten  or  fifteen 
thousfuid  doiars  due  to  shrinkage  of  eoBftteral.    We  do  not  anticipate 

losing  any  more. 

jciii.1*  'Uits  i^iuiig  uiait  JL  witiiv  iio  iJiiprissB  {iriii.upoiiy  to  iriiiiif'  uiir  iiiiiiiii^i*'' 

pafities,  if  we  cannot  pay  our  pohce.,  if  we  cannot  pay  our  firemen, 

m  are  gomg  to  oreaic  uown  line  oacjcoone  oi  une  couniiy  msoiar  m 
local  :govcniment8  are  concerned. 

In  this  community,  when  I  left  Mew  Orieans  there  w^as  a  demonstra-' 
tion  on  the  jiarl  of  'unemployed  men, ^ and  certainly  the  police  had  to 
handle  the  situation.  There  was  no  wild  disturbance.  It  was  orderly, 
but  it  was  a  demonstratioii  which  of  course  had  to  be  handled  by  the 
police  OQ  seemg  that  the  demonstration  was  orderly.  Now  if  these 
'poice  ^are  not  paid,  whvi  we  cannot  expect  them,  to  have  the  same 
zest  about  their  work  as  they  have  if  they  are  paid.  They  had  better 
folii  the  ranks  of  the  'unemployed  and  get  payments  through  direct 
relief,  md  they  would  be  better  off'  than  they  would  be  working  the 
other  way.  This  is  simply  going  to  mean  'that  if  we  cannot  gel  this 
money  there  is  going  to  m  an  increased  burden  on  the  ranks  of  the. 
'unemployed,  'because  it  is  not  fair  to  work  these  'people  and  not  pay 
them.  As  a  matter  of  fact,  unemployed  men  that  are  getting  diiWit 
liief  are  now  getting  work  relief  thro^i^  the  agencies  which  the 
Oovemment  now  sets  up  and  are  getting  more  than  our  gnrlAg^' 
collectors  'in  pay,  "who  are.  pwd  a  dollar  a  day,  because  we  can  pay 
only  M  'percent  of  the  'normal  wage  and  they  are  getting  $1.50'' the 
other  wav.   That  is  exactly  the  8i"tuation. 

The  Chaibmaw.  Are  yo'ur  'taxes  coming  'in? 

Mr.  WALMSiiB'T.  Yes,  sir.  We,  of  course,  j'ust  like  every  other 
city,  are  experiencing  .some  delay,  but  we  do  not  an'ticipate  anything 
other  than  a  'temporary  emharrassment,  ^and  that  is  the  'reason  why 
I  think  that  if  tins  act  were  passed  making  it  effective  for  2  years: — ' 
and  'this  only  .makes  it  authority  for  the  fUeral  Reserve  to  loan  us 
for  a^  period  of  2  years  either— you  notice  that  is  the  way  this  reads. 
1  believe  in  that  period,  'we  wo'uld  adjust  ourselves  so  that  we  would 
'be  hack  on  a  normd  basis. 

It  has  been  sugeested  that  if  "we  should  get  'the  authority  to  borrow 
up  to  75  percent  of  tax  anticipation  notes  for  1933 — I  mean  now  speak- 
ing of  all  of  the  cities  'when  1  say  'that,  through  the  memo,raiidum  just 
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handed  to  me  by  our  President— and  the  authority  to  borrow  up  to 
^0  percent  of  the  outstanding  tax  delinquencies,  those  are  the  two 
propositions  that  we  believe  could  be  provided  for,  that  and  the  2^year 

fi,^^^  ^J^\^^^rWi^^^^*^'  ?™lPly  the  Federal 

WSOTve  ana  tne  n,b  .O.  handle  it,  feehng  it  should  be  done  that  way. 

W©  think  the  Federal  Reserve  can  hanfle  it  better,  giving  them  the 

discretion  to  loan  and  to  handle  all  the  details  of  negotiation,  fixing 

the  maximum  Ipne  for  the  repayment  at  2  years,  and  that  under 

mme  circumstances  yoii  wiU  be  giving  relief  that  not  only  wiE  be 

beneficial  to  the  cities,  but  that  will  assist  in  reducing  the  amount  of 

unemployment.   It  will  assist  in  keeping  money  in  circulation  and 

mm  to  relieve  distressed  conditions.   Because  these  pay  rolls  of 

commumties  do  mean  a  great  thing  to  the  little  merchant  and  the 

grocer  and  every  man  m  business  in  these  communities,  a  lot  of 

money  that  is  put  into  circulation.    Whereas,  if  it  is  stifled  it  just 

Z^^^  tightening  up  of  credit  lines  throiighout  your  entire  com- 
mum  by. 

•  Ff'  inasmuch  as  the  backbone  of  defense  of  this  entire 

inflation  prpg^Mn  practically  rests  nght  with  the  local  communities, 
TO  M©  asking  for  something  that  is  going  to  give  you  more  direct 
raief  than  almost  anytWiig  else  that  has  been  done.  We  think  that 
U  riL^^*  ^tJ^  ^®  liable  to  have  a  collapse  of  government  that 
It  ,is  going 't^  be  very,  very  difficult  to  overcome,  becaiMJlil  the  local, 
govenimenta  collapse  I  do  not  know  just  exactly  what  could  be  done 
to  meet  the  situation.  Few  of  the  States  have  constabularies  where 
they  can  send  them  mto  the  municipahties  and  handle  that  situation 
1  know  thev  do  not  have  them  in  Southern  States.  Therefore,  the 
police  ^  in  all  of  our  Southern,  States.  ,are  handled  entirdiv  bv  tho^ 
municipahties.  j  j 

Senator  Steiwer  Mr.  Mayor,  am  I  right  in  assuming  this,  that  if 
Sfo/fTi^?  authonty  were  created  it  would  bring  an  adequate 
relief  to  the  stronger  mumcipahkes  but  it  would  stillTeave,  would  it 
Wt,  a  certain  percentage  of  cities  that  would  not  be  able  to  borrow  or 

if>r^^ w^*       warrants  with  the  Federal  reserve  institutions? 

Walmsley.  I  believe  that  every  city  could,  if  it  readjusted  its 
own  condition  on  an  economical  basis;  yes,  sir.  And  that  is  one 
reason  1  want  to  make  it  permissive,  not  mandatory,  because  if  you 
leave  it  wid^  open  and  mandatory  you  are  going  to  have  municipalities 
ment         ^^^^^  to  credit  gettmg  it  at  the  expense  of  the  Govem- 

Senator  Stbiwer.  Congress  could  not  make  it  mandatory  if  it 
wanted  to. 

Mr.  Walmbmy.  Well,  I  don't  think  it  could,  sir. 
Mr.  HoAN.  I  just  wanted  to  asy  that  I  am  not  sure  whether  you 
made  It  plam  that  at  our  general  conference  we  favored  both  borroiniie 
i5r  '^^^^^^struction  Fmance  and  the  Federal  Reserve, 
l¥lr.  Walm,8ley.  Yes,  'Sir. 
Mr.  HoAN.  That  is  'the  permissive  law. 

.t^rfif  ''-         Til  ^  ^^""^^y  ^^^t  I  have  tried  to 

convey,  that  this  was  a  bill  that  was  now  introduced,  and  we  fed 

rvjJl®  this  right  now,  and  we  do  believe  that 

Ivongress  could  hkewise  take  and  give  us  the  same  authority  through 
tne  K.^  .o.,  whereas,  coming  right  back  to  your  question,  let  me  answer 
It  another  way:  The  Federal  Reserve  that  handles  it  at  a  lower  rale 
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©f  intorcit  imglit  say  that  we  do  not  feel  that  we  ought  to  handle  that^ 
because  the  rate  of  interest  that  you  want  to  pay  and  what  we  have 
to  go  through  is  not  sufficient,  t'ou  go  over  to  the  R.F.C.,  and  you 
Hie  going  to  have  to  go  through  a  lot  of  reorganization.  As  a  matter 
of  fact,  there  are  some  cities  that  I  have  seen  in  my  opinion  wUl 
have  to  do  a  itcided  lot  of  overhauling  internally,  and  I  believe  that 
that  could  be  successfuly  accomplished  by  saying:  You  can  only  get 
your  money  when  you  do  these  things.  Duplications  of  departments 
ittid  thinp  of  that  Mud  where^  an  efficient  department  of  tne  B.F.C» 
could  tell  you  very  frankly:  We  are  not  going' to  pay  for  dupicationis 
of  depurtments  where  you  can  cut  it  -down,  sav,  15  percent.  After 
you  do  that  you  can  come  back  to  us  and  we  will  be  very  glad  to  help 
fou. 

The  Cbmshan.  That  is  a  good  thmg  to  do,  is  it  not? 

Mr.  Walmsley.  Yes,  sir;  and  I  think  it  is  a  correct  thing  to  do. 

The  'Chairman.  We  are  vety'  much  obliged,.  Mr.  Mayor.  Does  that 
close  the  hearing? 

Mr.  CuRLEY.  There  is  Just  one  thought  I  would  like  to  leave  with 
the  committee,  and  that  is  this,  that  I  am  inclined  to  believe  that  if 
His  permissive  authority  were  granted  it  might  cause  the  banks  to 
l^sen  up  just  a  little  and  hel^  out,  where  thiy  are  not  inclined  to  do 
it  at  the  present  time.  I  think  that  it  would  be  a  very  powerful 
weapon  and  very  helpful. 

Senator  Steiwer.  May  I  ask  about  the  exhibits  that  Mayor  Curley 
offered,  whether  they  were  in  the  record? 

The  Chairman.  He  does  not  want  liiem  to  get  into  the  record. 

ewnaiior  oteiweb.  iney  win  noi  oe  m  une  recora  dud  avanaoie  lor 
use? 

me  v/iiAiMMAJN .  J.,  iiey  Are  uiiereti  lor  Mie  uiiuriiioMuii  ui  true  voiii** 

mittee^  but  are  confidential.  The  committee  can  have  access  to  them 

at  ajiT  time. 

iSS^CimLET.  Thank  jrou  veij  much,  Mr.  ChaJnnan. 

'The  Chairman.  All  nght,  Mr.  Mayor.  We  are  much  obliged  to 
you  .all. 

(Whereupon,  at  11:37  a.m.,  the  committee  adjourned,  to  meet  at 

the  'Call,  of  the  chairman.) 
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